I have been asked to talk about some publishing scenarios for the future. We all know the danger in this -a couple years from now, someone will find this presentation and remind me how silly some of these predictions are. On the other hand, you cannot operate a business unless you are thinking about where the world is heading, so this is a risk that comes with the territory, even if it inevitably makes you look foolish. The unfortunate truth is that it is easier to predict what the future will not look like than what it will, which perhaps explains why for every futurist, we have hordes of debunkers.
I will be focusing on four different scenarios. That number could be a lot bigger. We could, for example, get into a discussion of how K-12 textbooks increasingly will be integrated with enterprise learning management systems or how college instructors outside the elite institutions will have a diminishing role in the selection of the texts for their classes; or we could spend time on any number of other things (financial stringency of the mega-journals, anyone?), but I have chosen these four because they represent things that many of the organizations I have been working with have been thinking about. Change the organization and you change the conversation.
So what are those four scenarios? They are:
(1) Extensionism.
(2) The face-down publishing paradigm.
(3) Hybridization of online and physical worlds. (4) Library bypass.
I will explain what all these terms mean in a minute, but first I want to talk about the act of forecasting and scenario-sketching itself. Let's start with two of my favorite quotations.
First we have Niels Bohr:
Prediction is very difficult, especially about the future.
(Incidentally, that quotation has been attributed, with slight modifications of phrasing, to many other people, including Yogi Berra, Casey Stengel and Samuel Goldwyn. If you are confused by this, remember Goldwyn's dictum: "Anybody who goes to a psychiatrist should have his head examined".)
The Bohr quotation humbles us about making predictions, which is a good thing. But it also invites us to ask what else could we predict except the future? Now, since Bohr was a physicist, his notion of the future may be different from yours or mine. Which brings us to another quotation:
The future is already here -it's just not evenly distributed.
This quotation is by William Gibson, a prominent science fiction writer. Among other things, Gibson coined the term "cyberspace". If he is right, that the future is already here, we should be able to look for it now. That would reduce our risk in making predictions. Instead of a crystal ball we would use a microscope. If this sounds like an outlandish thing to do, consider how it would have worked in the past.
So we go through the wormhole back in time 5 years. That brings us to February 2007. What was going on then?
To begin with, many of the devices we now take for granted did not yet exist. The iPhone was still four months away; the Amazon Kindle wouldn't be launched until the end of that year; and the first e-reading app, Stanza from Lexcycle, needed 16 months before it came to market. It's easy to underestimate the importance of Stanza, as it separated the software reading application from the underlying hardware, something we now experience whenever we read a Kindle book on an iPhone, a Nook book on a Samsung tablet, or a Google ebook on an iPad. Stanza is also instructive in that Amazon bought the company and essentially took it off the market, signalling us about how aggressive some of the players in this market can be.
It's amazing to think how much has happened in five years. This makes you feel that predictions are hopeless.
On the other hand, let's consider what we could have seen back then. We were all using Blackberrys. That means we were getting used to handheld devices, which linked us to email and our desktop computers. We all owned iPods. Or if we didn't, our kids certainly did. With the iPod you got a primitive content-management system, iTunes, which ran across multiple platforms. Now think about that: multiple platforms. Hmmm. For professional and academic publishers, we were already seeing pressure on library budgets, something that became even more pronounced just a year or two later. And if we were paying attention, we saw that the very arrogant, money-losing Public Library of Science had launched a beta test of PLoS ONE, which changed the nature of peer-review, perhaps forever.
If we had looked hard enough, however, we might have been able to come up with some pretty good predictions. For example, if you held the iPod in one hand and a Blackberry in the other, you might have gotten a picture of what the iPhone came to be. If you used iTunes, you would have had some idea about a new form of personal content management, something that we now see in the app stores that are springing up everywhere and in such STM services as PubGet and Mendeley. We might have reflected that more and more of the far-reaching innovations were taking place in the consumer market and that the companies behind those innovations were very big and aggressive. We should keep that in mind when we consider what Amazon could grow into if it attempts to enter the library market more directly. We would certainly have observed that the institutional market was not growing as it once did, which might have encouraged us to look to diversify our marketing mix. And we might even have had a glimpse of the advent of the megajournals, something that is changing the landscape for many of us today. In other words, the future is already here -it's just not evenly distributed. So let's take a look at a few things that are going on today and see what they might mean in five years. I use the term "extensionism" to describe a common strategy of established publishers. The idea here is that you already have a business up and running and want to extend some aspect of that business into a new area.
Since we see a lot of extensionism in the world today, it's highly probable that it is going to be part of the future. Extensionism has certain properties. For example, you can't extend a business if you don't already have a business in the first place. In other words, this strategy is purely the prerogative of legacy publishers; start-ups need not apply.
I regard extensionism to be the default strategy: this is what you do if you do nothing else. And it makes perfect sense to be an extensionist. Let's say you have free cash flow of $1 million a year. Are you going to walk away from that? I don't think so. Suppose you have free cash flow of $10 million a year. Are you going to ignore it? How about $50 million or $100 million? The fact is, the more cash flow you have, the greater the impulse to hold onto it. For a management team in that position, extensionism is the obvious choice. This is the central thesis of Clayton Christensen's "Innovator's Dilemma", and it has wide application to the publishing industry today.
Most extensionists begin with a SWOT analysis, which helps them determine what their next move is. They work from strength and try to counter threats. What they don't do is look for disruptive technology. The reason for this is obvious: with their cash flow, the extensionists are the ones that would be disrupted. And this is the Achilles heel of extensionism, the possibility that a start-up could do something disruptive to the marketplace.
Extensionism takes many forms. Let's say you have a very strong position in the library channel. You may then decide to pursue a channel domination strategy and bundle journals and other content types into aggregations. We will be seeing more of that in the future. Or you may have content that is viewable on a PC, which you try to make viewable on a mobile phone. It's the same content, but now it has been adjusted for the smaller screen. An obvious strategy is to look for fold-in acquisitions. There will continue to be a great deal of this, though it's very hard to get a bargain.
Some publishers are trying to extend their business by copying PLoS ONE and creating author-pays services. We will be seeing more and more of these. At first glance this seems like an extension of the legacy business. For example, a chemistry publisher may create a version of PLoS ONE for chemistry. But it's a bit trickier because this model, with its reduced level of peer-review, challenges the very basis of traditional journals publishing. There may be a fault line in this strategy I want to turn now to another scenario, which I call the face-down publishing paradigm.
What is face-down publishing? You probably are familiar with the typology of lean-forward and leanback media consumption. You lean forward when you use a personal computer. You are engaged with the process; you create content. But at the end of the day, you might go into lean-back mode: you sit on a sofa and passively watch content. The face-down paradigm is something new. Here you have a mobile phone in your hand and look directly at it, with your face pointing down. This is different from using a phone for a phone call, where you hold the handset at your ear. The face-down paradigm is intimate; you commune with your personal device, even if you are in a public space. All of these paradigms are anchored in human anatomy, which makes them feel natural.
But isn't this the same thing as simply putting content onto a phone? No, it isn't. Whereas an extensionist may have moved print content to PCs and then moved it again to mobile phones, with the face-down paradigm, the content has been created from the beginning with the mobile phone in mind. That little device in your hand is connected to the Internet cloud. That means that you can have regular product updates and other forms of dynamic content.
Let's push this paradigm a bit further. If the content is dynamic, we know that the business model must be subscription-based. We also know that there is a cost to generate dynamic content, so publishers will seek ways to lower that cost. One way to do this is to have more content be algorithmically generated because computers cost less than authors and editors. For example, as we walk about, the service may generate updates through data-mining and link those updates via GPS. We already have this in the consumer market; how long before we have sophisticated scientific apps that "know" where we are and offer different information as appropriate?
As an aside, I should mention that data-mining gives a different meaning to the term "disintermediation". We always are hearing that the Internet will disintermediate publishers or that the Internet will disintermediate libraries. But data-mining disintermediates authors, not publishers; the algorithm does the creative work. And as we increasingly move to the "Internet of things", where machines are connected to the Internet expressly to communicate with other machines, we are disintermediating readers as well. So perhaps this is another scenario: publishing by machines for machines. I wonder who does the peer review and whether the NIH will demand that these new publications be deposited in an open access repository.
Implementing the face-down paradigm is not going to be a piece of cake. You have to work with small screens; you will have to get access to superior IT skills; and you will have to come up with new ways to reach the market. But perhaps the biggest problem is that you will likely have to deal with a new group of partners, handset manufacturers and wireless phone companies. These are big guys and they control access to the user. So one part of this scenario is an industry increasingly influenced or even dominated by consumer tech companies.
Let's turn now to a third scenario, the hybridization of virtual and physical venues. Every day we are seeing more and more linkages between the online world and bricks and mortar. Most obviously, Apple is now one of the world's great retailers. Apple is a direct-marketing company that reaches you on the Web, on the phone, and in the stores. All the merchandising plans and all the service are completely integrated. When you consider the kind of sales Apple is racking up, you have to assume that other companies will try to copy this.
But I think that Barnes and Noble is the most potent example of hybridization. B&N has had some very tough times lately, and no one could have predicted that they could have rebounded to a 25% market share for e-books. That's a bigger market share than they have for print books. They did this by leveraging their physical stores. It may have saved them. Now we have rumors that Amazon will be opening a test store in Seattle and that Google, which is now a tech company, a media company, and a hardware company, has something planned for Ireland.
It's really beside the point whether Amazon and Google open up stores. The point is that someone will. We have to assume that hybridization is going to emerge over the next few years, and we have to figure out our strategy for dealing with it, even profiting from it.
Although hybridization seems like an inevitable trend, that doesn't mean that it will be easy to monetize it. There is no clear path for professional and academic publishers, for example. I don't expect to see John Wiley or Elsevier open up stores in a suburban mall next to a video game arcade. On the other hand, would we be entirely surprised if Pearson bought Kaplan or Sylvan Learning? Perhaps the way to play this game is to create partnerships with bookstores and libraries. I am particularly intrigued by the conference business. There is a Silicon Valley company that provides coupons for mobile phones that are delivered while someone is making a presentation. If the presentation, for example, makes a reference to a management principle, the coupon everybody receives may be for management training seminars or for books. You can click on the coupon and make a transaction before the presentation is completed.
The fourth scenario I wish to mention is library bypass. By "library bypass" I am referring to a marketing strategy whereby a publisher that has had a legacy business in selling products to libraries begins to seek other avenues to those libraries' users. This is not the same thing as a pure consumer strategy because the users all have institutional affiliations. The aim of library bypass is not to reach out to the world at large but only to those users whose needs formerly were served by libraries.
The basic question is how dependent you are on sales to academic libraries. The related question is where you think the library market is heading. If you think it is going to grow by 10% a year, you do one thing. If you think it is flat or even declining, you are likely to do something else.
Since the future is already here, we can see that many publishers are placing bets on a declining library market. I think that's the prudent thing to do. The evidence for this is that librarians keep telling us that their budgets are shrinking. I sometimes wonder if librarians understand that they are making a strategic mistake: by talking about their money woes, they reduce their clout with publishers. Librarians tend to argue on moral grounds, publishers on economic grounds. Most of the time, the money wins.
So a library bypass strategy is a natural thing to do. It's not easy to implement, however. For one thing, libraries are great customers. They buy lots of stuff, they even buy things that no one uses, and they pay their bills. Libraries are also highly efficient purchasing organizations. If you don't believe this, spend a few months in the consumer market, whether you typically sell through channels and have to wrestle with trade receivables. You will come crawling back to the libraries.
The problem with a library bypass strategy is that it almost always involves some form of direct marketing to individuals. That means you need new kinds of information technology and a new group of people to handle end-user interactions. You also need to rethink the products themselves -are they designed with end-user consumption in mind? Another challenge is getting the balance right between the cost of acquiring new customers and the prices you can charge.
One of the important implications of a bypass strategy is that you already have an institutional market in place, so you have to balance your consumer offering with offerings that were conceived with other markets in mind. A case in point is the price of single journal articles. The prices publishers charge -$20 or $30 an article in some instances -makes perfect sense if you are a publisher, but makes no sense at all if you are an individual buying something with your own money. On one hand, you don't want to cannibalize an established market. On the other hand, you want an offering that will actually appeal to your target customers.
One of the potential benefits of an end-user strategy is that it will provide a level of user data that you have never seen before. How you will use that data is another matter, but it potentially opens up important feedback loops for designing new marketing programs and new products. One of the unfortunate aspects about marketing to libraries is that you mostly are flying in the dark. You get aggregate data, but never data specific to an individual. Of course, to the actual user, that is all that is important.
I said the future is already here, and when it comes to library bypass we see it in such companies as PubGet, now part of CCC; Mendeley; and DeepDyve and its many imitators. These all represent new ways to work directly with end-users and to open up different revenue streams.
One caution about this area, and that is that it is highly likely that working here will put you in contact with the major consumer tech companies. What better way to reach end-users than with a Kindle edition? But now you have to work with Amazon's repellent terms of sale. Or you want to create things for the iPad, only to discover that Apple is an arrogant and inflexible organization. This is something of a subscenario, a future for scholarly and professional publishing that is dominated not by publishers but by consumer tech companies, which are not terribly interested in the content you create and market.
I want to sum up here with some overarching trends to watch. The first of these is consumerization, the tendency for all future scenarios to be influenced, if not dominated, by huge consumer technology companies. It's amazing to consider that a particle physicist, a molecular biologist, and someone lying on a beach with a novel by Stephen King may all be reading from the same device and purchasing their content from the same venue. Maybe that's not amazing; maybe that's just scary.
The second trend is that mobile platforms are becoming primary. Currently that is not the case for most professional and academic publishing, but it is rapidly becoming the case in consumer markets. In the past 5 years, we have gone from a time when people said, I will never read a book on a screen, to a situation where 20% of trade books are sold as e-books. That's in fewer than 5 years. That may seem like yesterday's news to publishers that have been selling digital journals and databases for years, but the new element is access through a mobile device. If you were to start a publishing company today, you would assume that the mobile device is the primary platform, so we are already operating within the face-down publishing paradigm.
So when you check your messages, face-down, on your phone today, ask yourself if the future is already here.
